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EDITORIAL
The international congress on account­
ing which was held in London the week 
beginning July 17th, was a greater
success than some of its sponsors had expected. There had been 
an unspoken fear that the general prevalence of financial difficul­
ties would prevent any considerable attendance of persons from 
other countries and even from the British Isles themselves. The 
program embraced a wide range of highly technical and interest­
ing topics and papers were read by representatives of most of 
the countries in which accountancy has made substantial pro­
gress. In addition to accountants of Great Britain and Ireland, 
there were representatives from the Scandinavian countries, 
Italy, Germany, Holland, France, the United States and 
elsewhere. All the leading British dominions had sent repre­
sentatives and the sessions of the congress somewhat resem­
bled a meeting of a league of nations. The difficulties of 
language were easily overcome and the discussions were con­
ducted with a liberality and a fraternity which was an eloquent 
testimony to the universality of professional interest and activity. 
The papers were printed in advance and were not read in full. 
The author of each paper or, in his unavoidable absence, a substi­
tute summarized the paper, and the discussion, organized some­
what in advance but open to all, followed the formal offering of 
each paper. The plan followed by the directors of the congress 
was much the same as that which obtained at the earlier con­
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the fourth international gathering. The first was held in St. 
Louis in 1904. Then came a long break, probably prolonged by 
the world war and its aftermath, and in 1926 the meeting of 
Amsterdam was held. The New York meeting took place in 
1929. The lapse of four years between the meetings of New York 
and London was longer than had been intended, but the acute 
depression of 1932 seemed to make impossible adherence to 
the original date set for that year.
Far-Reaching Effect of 
International Meetings
The effect of these international meet­
ings is difficult to measure. One can 
never trace the spread of influence when 
accountants of various countries meet and rub shoulders and find 
that there is no great merit in a too intense nationalism. That 
discovery alone is sufficient justification for the time and effort 
and expense of an international gathering. There is, however, 
in meetings of professional men a further effect which ultimately 
must redound to the advantage of the entire profession. It is 
often said in the United States that accounting is necessarily 
interstate in character. It is admitted that every accountant’s 
practice sooner or later must carry him over state lines into 
neighboring jurisdictions. It is almost equally true that account­
ing in its higher development is international rather than na­
tional. In these days when vast corporations girdle the earth, 
the work of the accountant runs parallel with the spread of 
corporate activity. Perhaps the individual accountant practis­
ing in London or Moscow or Chicago may never himself need to 
journey into other lands to carry out the duties of his vocation, 
but, if he be an accountant in a large way, he will have to send 
partners or subordinates over international lines to take care of 
the interests of his international clients. For the benefit of all 
accountants, therefore, the encouragement of a world view is 
eminently desirable. Possibly, also, it may be said that every 
international meeting of men or women helps forward the cause 
of peace. If we sit in our offices in our own countries and care 
nothing at all and know nothing at all about what accountants in 
other countries are doing, we shall not be greatly distressed at 
any breach of relationship between our country and theirs. On 
the other hand, if we know the accountants of France and Ger­
many and all the world, we shall learn to regard them as members 
of the same professional army, good fellows with whom we should 
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much regret to have any misunderstanding. The four interna­
tional congresses which have been held and the others we hope will 
follow will do a great deal to create that wide vision and interna­
tional fellowship which should be the glory of every profession.
Why Engage Public 
Accountants?
A correspondent writes to inquire why- 
corporations which have competent 
staffs of accountants directed by able 
comptrollers, chief accountants and the like should find it neces­
sary to engage the services of professional accountants for pur­
poses of audit and examination. He says that he can see little 
justification for the expense involved in what is known as inde­
pendent audit when a well qualified corps of men is already in the 
employ of the corporation. What, he asks, can the public ac­
countant do that the staff accountant can not? This is a rather 
familiar question which has been answered a great many times, 
but there are still people who do not grasp the true significance of 
audit. Every public accountant who is honest will admit that 
the accountants on the staff of corporations are generally as well 
grounded in technique and are sometimes more proficient than 
the average practitioner. The point is not that the accountant 
in public practice is a greater or better man than his fellow in 
corporation employ. It is rather that the professional account­
ant has a different job to do and does it perhaps in a way which no 
one but himself can do so well. The excellence of corporation 
staffs in the various accounting departments is so well recog­
nized by professional men that in most cases the results of what is 
known as internal check are regarded as acceptable without a 
great amount of testing or investigation. The public accountant 
takes for granted the accuracy and the skill of the accounting 
staff of the corporation. He does not attempt to do again what 
has already been done. If this were not so, accountants engaged 
to audit the affairs of any large corporation would find their labors 
so enormous as to be almost beyond accomplishment.
Cooperation Now 
Prevails
There was a time when there was a 
certain amount of jealousy or discon­
tent when the accountants employed by 
companies were required to submit their records to public audi­
tors. They felt perhaps that the very fact of the engagement of 
a professional auditor was a slur upon their probity. They re-
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sented, in many cases, what they called the interference of the 
public accountant. That time, however, is gone, and it is seldom 
that one hears the slightest complaint by corporation employees 
when the public accountant comes in to perform his totally 
different task. The correspondent who asks what the public 
accountant can do that the staff member can not do equally 
well is apparently considering accounting rather than account­
ancy. Everybody in the profession understands this point, and 
it may seem somewhat superfluous to present an argument on the 
other side in such a magazine as this, whose readers are largely 
members of the profession. The subject, however, is one of 
lasting interest and it may be well to point out briefly one or two 
of the factors which make professional accountancy a thing apart 
and its value a matter of public importance. The very meaning 
of the word auditor is perhaps a clue to the difference between 
accounting and accountancy. In the early days, auditors were 
appointed to hear the record of accomplishment. They were not 
to make the record but to hear it, consider it and then to indicate 
their opinion as to its accuracy or falsity. The accounting staff 
of a corporation keeps the records almost always as well as they 
could be kept. In every properly constituted company, the 
accounting department is one of the most efficient in the whole 
organization, but what the accounting department does must be 
reviewed and approved or adversely criticized by some one. 
Today there are few companies of any size whatever which are 
not incorporated. Their stocks and bonds are widely held and 
everyone whose investment is in corporate securities is entitled to 
know what are the results of operation. The average shareholder 
knows nothing whatever of accounting. Probably it would be 
safe to say that not five per cent of the stockholders of any im­
portant corporation could understand the accounting records 
which are kept by that corporation. If every shareholder were 
given free access to the books and other records, he would be 
entirely at sea and would have to find some help in discerning the 
facts.
Furthermore, however honest and thor­
ough may be the work of an accounting 
department, it is necessarily the corpo­
ration’s own production which has not been reviewed by any inde­





tion. A corporation which would willfully underestimate its 
success would be little less than superhuman. What the public 
accountant does is not ex parte. He is a kind of appraiser of 
values of intangible things. He knows the meaning of the ac­
counts which he reviews. He takes the balance-sheet and the 
profit-and-loss account and the surplus account and all the other 
financial statements which may be presented to him and he tests 
what has been done in the keeping of records. He verifies all the 
vital elements, and then as one who knows the meaning of things 
he says that he believes the condition to be good or bad or half­
way between. He tells the company in his report his expert 
opinion of what has been done and what is. If every artist were 
entrusted with the criticism of his own work, the expositions 
would never reject a painting. If every author were his own 
critic and the publisher would exercise no independent opinion, 
our printing presses would be running at an even more reckless 
rate of speed than they have these last twenty or thirty years. 
So, in like manner, if every corporation were its own final judge 
and arbiter, the issuance of securities would be a comparatively 
simple matter, because few would ever be withheld from public 
circulation.
There Must be Umpires There is always in every walk in life a need for an umpire. One can not im­
agine a baseball game conducted without such an officer. Few 
batsmen would ever be out. What pitcher would ever be guilty 
of sending a man to base on balls? The public accountant has 
his impartial status in this great and thrilling game of business. 
He knows the rules. He knows the players. All the spectators 
up in the grandstand and on the bleachers will rely on him, if he be 
a true umpire at heart, to see that the game is conducted fairly 
and that every one who paid the price of admission shall have a 
fair deal. The fact of an umpire does not indicate any moral 
obliquity in any player. An umpire is needed because he can see 
both sides when often the players, because of their position in the 
game, can see only their own. Answering a little further the 
question of our correspondent, we might point to the enormous 
increase in the scope of professional accounting within recent 
years. Private accounting, if one may use such an expression, 
has grown quite as rapidly as the professional section of account­
ing. If the employees of corporations had been losing ground
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there might be some excuse for criticizing in an unfavorable way 
the growth of professional practice, but the truth is that side by 
side public accounting and private accounting have made enor­
mous strides and all the while they have been keeping step. 
Evidently, therefore, there is need for both. An army may have 
both infantry and cavalry without in any way reflecting on the 
value of either branch of the service. They are simply not doing 
the same task in the same way.
For three years past, everybody who 
had the spirit of manhood in him has
been preaching the virtues of optimism. Governments, corpora­
tions, associations, churches, schools and the people themselves 
have been shouting from the house-tops that all we need is opti­
mism. If only we would look upon the bright side and remember 
that depressions come but they also go; if we would count our 
blessings and deal lightly with our misfortunes; if we would carry 
on—all would be well. Optimism has become with us something 
of a creed. We have not all believed in it but we have felt a sort 
of religious obligation to write it into our professed faith. Now 
the turn in the tide has come. Business is slowly struggling back 
toward prosperity. There is a long road to go and there will be 
many disappointments on the way, but nevertheless it would be 
difficult to find a man or woman anywhere in the United States 
who did not at heart believe that we have passed the worst. 
Coming up out of the depths we are bringing with us this credo 
which sets optimism ever before our faces. We have been telling 
ourselves for years that what we need to do is to look up, and now 
we are all busily engaged in obeying our own mandate. Indeed 
we are beginning to look up so much and so high that we are in 
grave danger of overlooking what is at our very feet. We are so 
entranced with the view of the distant mountains in the realm of 
good times that we are in peril of thinking ourselves already 
there. We should pause once in a while and remember that 
while optimism is an excellent creed in times of depression, it is a 
very dangerous tenet when times have much improved. It was 
optimism from 1922 to 1929 which brought about the amazing 
fantasy which suddenly vanished in October, 1929. If we had 
kept our feet on the ground a little more firmly we might never 
have tried to climb so high into the clouds. And now we are apt 




The Day Has Not 
Fully Dawned
We are either incorrigible optimists or 
heart-broken pessimists. We do not 
seem to be able to walk in the middle 
of the road. Although business has not gone far forward from 
the depths toward the heights, many men who should have better 
sense are already proclaiming that we have come into the new 
day. The sun is shining and will never go down again. The 
night is forgotten. Herein is a grave menace. Optimism has 
served its purpose. We have sought it sorrowing. We have 
proclaimed belief in it when we did not really believe, but now 
when there seems to be some reason for cheerfulness this opti­
mism has become a bad companion in our thoughts. People are 
talking now about the profits they are going to make, about the 
great bull market which is just beginning to bellow. Of course, 
there will be profits and of course there will be a bull market and 
unemployment will decrease and wages perhaps will advance, but 
these things have not yet truly come to pass—and in the mean­
time we have that long way to climb. Here is a point where the 
accountant can render an incalculably great service to the cause 
of true prosperity. He is the one arbiter who stands a little 
apart and looks on while the army goes ahead. He can give 
many a word of warning against the dangers of over-expansion, 
against premature anticipation of profits, against forgetfulness 
of the errors which led to the great debacle. As an accountant 
he has no personal part in the march. He is merely to guide and 
to suggest and to warn. Of course he will rejoice as times im­
prove and pecuniarily he will benefit from the general improve­
ment, but he is not an integral part of the corporations whose 
prosperity is partly in his hands. He can perform a task of 
stupendous effectiveness by a dispassionate insistence upon fact. 
His clients may be forgiven perhaps for a little too much hilarity 
after a night of mourning, but if he be true to his trust he can not 
forget what has happened and why it happened, and he will 
always bear in mind that it probably will happen again. It 
certainly will happen again if we run into the same kind of mad 
exuberance which made us think, back in 1928 and early 1929, 
that market values had nothing to do with worth and that the 
whole world was rushing forward to a pinnacle of prosperity 
upon which it would rest forever. It seems strange after the 
doleful days to have to warn against too much optimism. In­
deed, it is pleasant to feel that such a warning is even permissible.
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But the danger is imminent. If we make the most of returning 
activity and convalescence we shall soon be well and strong, but 
it would be rather silly to lay in a case of champagne when the 
physician has forbidden us for a while anything but beer.
The Cost of 
Employment
Glory and honor are being claimed by 
some of the companies and people who 
have been reducing the numbers of un­
employed. We hear of so many thousand men being engaged by 
this industry and so many hundred by that and we hear of wage 
increases, though not many—and all of us who do not investigate 
are much impressed. There has been, it is true, a substantial re­
duction in the numbers of men and women out of work in the 
United States and that, generally speaking, is good, but there have   
been a few instances in which the addition of men to the personnel 
of the plant or industry has not been as purely benevolent as some 
people would have us believe. For example, if in order to find 
work for a thousand men it becomes necessary to dispense with 
five hundred men who are already employed, that is not a draft of 
a thousand upon the ranks of the unemployed, but a net draft of 
five hundred. Some manufacturers and some heads of companies 
exploiting natural resources are alleged to have discharged all the 
men who were getting substantial wages and to have replaced 
them perhaps by more men but at a less rate of wage even in the 
aggregate. That is not altogether helpful. As a matter of fact, 
the men who have been employed through the times of stress have 
probably been the best men available. A man who could not do 
his work satisfactorily was certain to have been discharged long 
ago. Now when there is a great hue and cry for making jobs, it 
helps not at all to throw good men out of work and to employ men 
who probably on the average are not so good as their predecessors. 
It would be interesting, if all the facts were known, to see how 
many men have been discharged to make room for others. We 
are in a period of upheaval and uncertainty. All the economic 
theories which have been evolved through the years are in danger 
of passing into the discard. The new deal which is being tried 
may in the long run lead us into a better day than any we have 
ever known, but no one can be sure of that. We are experiment­
ing. We are pursuing the system of trial and error and we hope 
that we shall find some panacea which will heal all our wounds. 
It may be possible to increase wages and to increase numbers of
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employed while all the time we are talking about keeping down 
production so as to enable demand to overtake supply. But if the 
process of change is to result in the unemployment of people who 
have done good work and have constituted the backbone of in­
dustry, it does not seem possible that thus we shall improve the 
condition of affairs. Probably many of the rumors which are cur­
rent to the effect that former employees have had to give way to 
new men and women are not all true. Certainly the volume of 
business is greater than it was and consequently there must be a 
net increase in employment. But the point upon which we should 
like to have accurate information is the cost in labor which has 
been necessary to bring about the employment of labor which had 
not been employed. When a great flourish of trumpets announces 
that a company has added many men to its payroll it would be 
well to hear also if any former employees have been laid off to 
make room for the new.
Some of us are fond of deceiving ourselves 
into the belief that prices of some of the 
costs of living are going back, if they have not already gone back, 
to where they were before the war. Let us take for example, the 
question of rents, particularly in large cities. It is absolutely im­
possible to expect that landlords will be able to provide space in 
apartment houses and office buildings and the like at prices as low 
as they used to be. We are not buying the same facilities that we 
formerly thought good enough. We want all the most modern 
equipment and larger rooms and better service and a host of com­
forts that have been invented since the old days when rents were 
comparatively low. It is a very different thing to have to supply 
artificial refrigeration, rapid elevator service, the most modern 
systems of heating and all that we now demand, from supplying 
what the landlord of 1913 was expected to offer. If we could be 
content with what we thought was good in that year, we could 
probably have rents at least as low or lower than they were then. 
But who would dream in these luxurious times of dispensing with 
any of the things which we have come to regard as necessary? 
Then again taxes, which are the fundamental cause of most of our 
difficulties, are geared up to a point which is almost confiscatory, 
and the owner of a building has expenses he must meet that 
inevitably raise the carrying charges and make it compulsory for 
him to ask a rental far in excess of those which prevailed twenty
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years ago. In these two decades everything has changed, noth­
ing more than the tone of living. It would be deplorable if we had 
to give up all the comforts to which we have become accustomed. 
Yet it is absurd to think that we can obtain all these extra things 
at a price no higher than we paid for the simplicity we enjoyed in 
the ante-bellum years. It is simply a question of mathematics. 
If facilities are numerous and costly the price paid for them must 
be correspondingly high or he who provides those facilities must 
bear a heavy loss. All this is truism, but people are apt to over­
look it and to be restive under charges which they regard as ex­
cessive when in fact in proportion to what they receive the charges 
are no higher than they were before the war. Our whole scheme 
of living is different and it would be salutary if every one would 
remember that while he is paying more than his fathers paid he is 
receiving a great deal more in exchange for what he pays. This 
has been said a hundred times, but still the people do not seem to 
grasp the truth. Accountants who are concerned with cost know 
the facts and it can do no harm whatever if they remind their 
clients and acquaintances that the elements of cost are more 
numerous than they were and that ordinary fairness requires 
payment for what is given.
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